
0) For the purpose of developing tllis transitional estimate, the loop
and port costs estimated bv the FCC cost model, or other substitute method if no
model is available. shall be used.

(2) For the purpose of developing this transitional estimate, the
administrator shall construct three zones. Wire centers within the study area will be
grouped into these zones in such a way that each zone is assigned approximately
one third of the lines in the studv area, with the lowest cost wire centers assigned to
Zone 1. the hi ghest cost wire centers assi!med to Zone 3, and the remainder to Zone
2.

§54.810 Portable Access USF Support

(al Each Eligible Telecommunication Carrier (ETC) that provides local
exchange service. except through the resale ofILEC retail services pursuant to 47 U.S.C.
§754(c)(4l, to an end user within the study area of a participating price cap incumbent
LEC shall receive Portable Access USF Per Line for each end user line.

(b1In any studv area within which the incumbent LEC has not established
state approved geographically deaveraged rates for UNE loops, the Portable Access USF
Support Per Line is Study Area Access USF Support divided bv total lines (both ILEC
and CLEC-providedl in that study area.

(c) Altemotive J (proportionate Allocatioll)'

In anv study area within which the incumbent LEC has established state approved
geographically deaveraged rates for UNE loops, the Portable Access USF Support Per
Line is calculated as follows:

(1l Within each study area, determine the percentage proportion of
Study Area Universal Service Support to Studv Area Above Cap Revenues.

(21 Within each zone and customer class (i.e. residential/single line
business and multiline business for each zone), Portable Access USF Support Per
Line for that zone and customer class is Zone Above EUCL Cap Revenues for that
customer class times Studv Area Access USF Support divided by Studv Area
Above Cap Revenues, divided bv the number of lines of the customer class within
that zone using base period demand.

. Parties do not agree in the methods in establishing the portable per line amount.
Altemativc I proposes that the Interstate Access-relatcd USF should be distributed
proportionately among all "above EUCL-Cap" lines.
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Alternative 2 (Highest Cost Zone First)'

In any study area within which the incumbent LEe has established state approved
geographically deaveraged rates for UNE loops. the Portable Access USF Support Per
Line is calculated as follows. The support in each study area will be made portable for
lines in the highest cost zone first. and will "cascade" to lines in lower cost zones to the
extent that sufficient funding is available. Beginning with the zone with the highest Zone
Average Revenue Per Line. funding will be applied in the following order, of priority:

(J) To all lines in the highest zone. to eliminate the amount per line bv
which Zone Average Revenue Per Line exceeds the higher of $9.20 or the Average
Revenue Per Line in the next highest zone;

(2) If the Zone Average Revenue Per Line in the next hi ghest zone is
greater than $9.20. then to all lines in both zones to eliminate the amount per line bv
which Zone Average Revenue per Line exceeds $9.20;

(3) To all residential and single line business lines in the highest zone.
to eliminate the amount per line that Zone Average Revenue Per Line for these lines
exceeds the higher of57.00 or Average Revenue Per Line in the next highest zone;

(4) If the Zone Average Revenue per Line in the next highest zone is
greater than 57.00. then to all residential and single line business lines in both zones
to eliminate the amount per line bv which Zone Average Revenue Per Line exceeds
$7.00.

This "cascade" process will continue until all of the available funding has been
assigned to lines bv zone and bv customer class; it may extend in similar fashion to
additional zones, to the extent that their Zone Average Revenue per Line exceeds
the 59.)0 and $7.00 caps, and available funding pemlits. The per-line anlOunt
assigned to each multiline business line in a given zone would then be portable
among eligible telecommunications ean-iers, as would the per-line amount assigned
to each residence line and each single line business line in that zone.

§54.8 11 Preliminary Minimum Access USPs"dv Moo

la) If Average Price Cap CMT Revenue Per Line,,,,,,,.,,,, is greater than 59.20

PreliminarY Minimum Access USF ""e1, "." = Price Cap CMT Revenue ""elv ,,~, '
(($7.00 X Residential & Single Line Business Lines ""eI, ,,~, X 12) + 59.20 X
Multiline Business Lines ,""lv "eo X 12))

; Parties do not agree in the methods in establishing the portable per line amount.
Alternative 2 proposes the Interstate Access-related USF be distributed first to the highest
cost lines.
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(b) If Average Price Cap CMT Revenue Per Lines".." Are' is greater than $7.00
but less than $9.20 then: .

Preliminary Minimum Access USF study arca = (Average Price Cap CMT Revenue
Per Line"ud' ",~ - $7.00) X (Residential & Single Line Business Lines"".y"" X
ill

(c) If Average Price Cap CMT Revenue Per Lines,"", Are' is less-than $7.00 then
the Preliminary Minimum Access USF stud, area is zero. .

§54.812 Zone and Study Area Above EUCL Cap Revenues

(a) The following steps shall be perfonned by the Administrator to detennine
Zone Above EUCL Cap Revenues for each price cap incumbent LEe. whether or not
participating.

(1) Calculate Average PI;ce Cap CMT Revenue Per Line stud, area.

(2) Calculate Zone Average Revenue Per Line.

(3) Calculate Zone Above EUCL Cap Revenues. Zone Above EUCL
Cap Revenues is the SUln of Zone Above EUCL Cap RevenuesRc:sidelll>e&Sill~Ic:LineBu.';ill\lSs

and Zone Above EUCL Cap Revenues " ..ltd'''"''''''''. Zone Above EUCL Cap
Revenues RcsidcllCCS:Silll:1t:LiI1t;BusilLc~: IS. within each zone, the oroduct of Zone Average
Revenue Per Line luinus 57.00 multiplied bv line months. If negative, the Zone
Above fUeL Cap Revenues Rc~iJenc<:&.singl<:Lil1eUll~ines: for the zone is zero. Zone Above
EUCL Cap Revenues \1..It;I","",,,,,, is, within each zone, the product of Zone Average
Revenue Per Line minus $9.20 multiplied bv line months; if negative the Zone
Above EUCL Cap Revenues ",,"iI',,""""" for the zone is zero. Or:

Zone Above EUCL Cap Revenues = ((Zone Average Revenue Per Line - $7.00) X
Residential & Single Line Business Lines ,!l,d, "en X 12) + ((Zone Average Revenue
Per Line - $9.20) X
Multiline Business Lines ""d, "" X 12)

Where Zone Average Revenue Per Line - 57.00> $0.00, and Zone Average
Revenue Per Line - 59.20 > $0.00)

(b) Study Area Above Cap Revenues is the sum of Zone Above EUCL Cap
Revenues for all zones in the studv area.

§54.813 Calculation of Studv Area Access USF Support for Areas Served by
Participating Price Cap LECs
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The Administrator, based on the data submitted pursuant to § 54,812, shall calculate the
Studv Area Access Universal Service Support for areas served by participating Price Cap
Incumbent LECs according to the following methodology:

(1) Calculate Nationwide Total Above Cap Revenues, Nationwide
Total Above Cap Revenues is the sum of all Study Area Above Cap Revenues for
all price cap [LEes, whether or not participating.

(2)
CPSUASS)

Calculate Prelimimuy Study Area Universal Service Support

0) [fthe Nationwide Total Above Cap Revenues is greater than
$650 million, then the Preliminary Study Area Universal Service Support
(PSAUSS) equals the Studv Area Above Cap Revenues multiplied by the
ratio of$650 million to Natiomvide Total Above Cap Revenues (i,e.
Preliminary Study Area Universal Service Support = Study Area Above
Cap Revenues X ($650 Million! Nationwide Total Above Cap Revenues).

If the Nationwide Total Above Cap Revenues is not greater than
$650 million, PSAUSS equals the Study Area Above Cap Revenues.

(3) Calculate the Minimum Delta (MD) by study area. Within each
study area the Minimum Delta will be equal to the Minimum Access USFSt"dYA=
less the PSAUSS, if the difference is greater than zero. [fthe difference is less than
or eqnal to zero. the MD is equal to zero.

(4) Calculate the Total National Minimum Delta ITNMD) bv
summing all study are Minimum Deltas nationwide.

(5) Calculate the Minimum Adjustment Amount.

(i) [[the TNMD is greater than 575 million, then the
Minimum Adjustment Amount (MAA) equals the product of the current
phased in percentage times the MD by studv area times the ratio of575
million to TNMD Or:

Minimum Adjustment Amount - (MAA Phase [n Percentage) X
(Minimum Delta) X (575 million! Total National Minimum Delta).

Iii) If the TNMD is less than $75 million. then the MAA
equals the product of the MAA Phase [n Percentage and the MD by studv
area.

(6) Calculate the Total National Minimum SUPP0l1 Requirement
(TNMSRl, which equals the sum of the MSR for all study areas. The Minimum
Support Requirement for a studv area is dctemlined as follows:

(i) "Preliminary Study Area Universal Service Support x

($650 million - TNMSR).;- Nationwide Sum of PSAUSS for all study areas
in which MSR is SO."

Iii) If the MAA is equal to zero. the MSR is the Preliminary
Minimlilll Access U5F,,,,J'"''.'''
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(7) Calculate Study Area Access USF Support (SAAUS).

(i) For study areas in which the MAA was zero, and within
which the participating mice cap incumbent LEC has established
geographically deayeraged state-approyed rates for UNE loops. the SAAUS
for that study area is equal to:

PreliminarY Study Area Uniyersal Service Support x ($650 million -
TNMSR) -i- $650 million. . .

(ii) For study areas in which the MAA was zero, and within
which the participating price cap incumbent LEC has not established
geographically deayeraged state-approyed rates for LINE loops. the SAAUS
for that study area is the Preliminary Minimum Access USFsH'd'.,,,,.
calculated pursuant to 54.81l.

(iii) For study areas in which the MAA was greater than zero.
the SAAUS for that study area is the Minimum Support Requirement
(MSR).

§54.814 Support When Proyiding Service.

An eligible telecommunications carrier shall receive payment of support pursuant to §
54.810 onlv for such months the carrier is actually providing service to the end user. The
Administrator shall ensure that there is periodic reconciliation of support pavments.

§54.815 Transition Provisions.

Study Area Access USF Support amounts for the area served by each participating price
cap incumbent LEC will be recalculated on July 1. 2000. Januarv 1, 2001 and thereafter
as detem1ined by the Administrator.
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§61.3 DefmitioDs

(a) Act. The Communications Act of 1934 (48 Stat. 1004; 47 U.S.c. Chapter
5), as amended.

(b) Actual Price Index (API). An index of the level of aggregate rate element
rates in a basket, which index is calculated pursuant to § 61.46.

(c) Association. This term has the meaning given it in § 69.2(d)

(4) Average Price Cap CMTRevenue per Line Month. Price Cap CMT
Revenue per Month as ofDecember 31, 1999 <including the adjustments to be made
pursuant to § 61 ,48(]» using base period demand divided bv the base period demand
number of lines as of December 31, 1999. In filing entities with multiple study areas, jfit
becomes necessary to caley)a!; the Price Cap eMT ReVenue Per Line for a specific study
area, then the Price Cap CMT ReVenue Per Line fOT that studY area is detegnine4 ii
follows, using base period demand revenues (including the adjustments 19 be made
pursuant to § 61.48(1 DE Base Factor Portion lBFP) and lines as ofDecernber 31, 1999:

PriceCqpCMTRevenuePerLineSw1ydrcs -

PrieeCapCMTReyenuefjliogEnriD' x iBFPSrudycfrce : BFPBUngEa'ip.l
+- Lines 5tyd"d r;q

Nothing in this definition precludes a price can local exchange camer from continuing t9
average rates acrgss filing entities containing mUltiple studv areas. where petmitted under
existing rules.

AVerage Price Cap CMT Revenues Per Ljne may be adjusted after December 31, 1999 to
reflect eXQoenous costs.

fe) Average Traffic Sensitive Chaw. The Average Traffic Sensitive Charge
will be calculated bv taking the sum of revenues for Local Switching Local Switching
Trunk Pons Signalling Transfer Point POD Termination. switched Direct 1runked
Transport. Signalling for swjtched Direct Irunlsed Transport Entrance Facilities for
switched access traffic. Tandem Switched Trapsport, the residual apd service-related
Trapspop Interconnection Charges. Infonnation Surcharge and Signalling faT Tandem
Switching. and dividipg that sum of revenues bv total Local Switching minutes of use. If
a new element is created from existing s\\'itched access rate elemepts (such as creating a
call set-up charge out of the existing Jocal switching rate element) the revenues
anticipated from that element will be included in the calculation of the Average Traffic
Sensitive Charge.

([tI) Band. A zone of pricing flexibility for a service category, which zone is
calculated pursuant to § 61.47.

(ge) Base period. For carriers subject to §§ 61.41-49, the 12-month period
ending six months prior to the effective date of annual price cap tariffs, or for carriers



regulated under § 61.50, the 24-month period ending six months prior to the effective
date of biennial optional incentive plan tariffs. Base year or base period earnings shall
not include amounts associated with exogenous adjustments to the PCI for the sharing or
lower formula adjustment mechanisms.

(hI) Basket. Any class or category of tariffed service or charge:

(1) which is established by the Commission pursuant to pnce cap
regulations;

(2) the rates of which are reflected in an Actual Price Index; and

(3) the related costs of which are reflected in a Price Cap Index.

~) Change in rate structure. A restructuring or other alteration of the rate
components for an existing service.

(ill) Charges. The price for service based on tariffed rates.

(ki) Commercial contractor. The commercial firm to whom the Commission
annually awards a contract to make copies of Commission records for sale to the public.

ill) Commission. The Federal Communications Commission.

(mk) Concurring carrier. A carrier (other than a connecting carrier) subject
to the Act which concurs in and assents to schedules of rates and regulations filed on its
behalfby an issuing carrier or carriers

(nt) Connecting carrier. A carrier engaged in interstate or foreign
communication solely through physical connection with the facilities of another carrier
not directly or indirectly controlling by, or under direct or indirect common control with,
such carrier.

(Qffl) Contract-based tariff A tariff based on a service contract entered into
between an interexchange carrier subject to § 61.42 (a) through (c) or a nondominant
carrier and a customer.

U!fl) Corrections. The remedy of errors in typing, spelling or punctuation.

CIIe) Dominant carrier. A carrier found by the Commission to have market
power (i.e., power to control prices.

(nl) GDP Price Index. (GDP-PI), The estimate of the "Fixed Weight Price
Index for Gross Domestic Product, 1987 Weights" published by the United States
Department of Commerce, which the Commission designates by Order.
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{£E!:l GNP Price Index. (GNP-pn. The estimate of the "Fixed-Weighted Price
Index for Gross National Product, 1982 Weights" published by the United States
Department of Commerce, which the Commission designates by Order.

(If) Issuing ca"ier. A carrier subject to the Act that publishes and files a
tariff or tariffs with the Commission.

(u) Line Month. Line demand per mOnth multiplied bv twelve.-

Q:5) Local Exchange Carrier. Any person that is engaged in the provision of
telephone exchange service or exchange access as defined in section 3(26) of the Act.

~) New service offering. A tariff filing that provides for a class or sub-class
or service not previously offered by the carrier involved and that enlarges the range of
service options available to ratepayers.

Ulti) Non-dominant carrier. A carrier not found to be dominant.

Q:¥) Other participating carrier. A carrier subject to the Act that publishes a
tariff containing rates and regulations applicable to the portion or through service it
furnishes in conjunction with another subject carrier.

(z) Price Cap ruT Revenue. The maximum total revenue a filing entity
would be pennined to receive frOID End USer Common Line charges. Presubscribed
Interexchange Carrier charges (pICCs), Carrier Common Line charges, and the pgrtion pf
local switching reallocated to the Common Line basket pursuant to § 61.48(]). Price Cap
CMI Revenue includes marketing expenses presentlY cQUested pursuant t9 § 69.156(a),
aDd residual interconnectiop charge revenues collected through PICe charges. but it does
not recover the current local exchange caDier unlversal seryice contributions as gf
December 31. 1999.

ww) Price Cap Index (PCl). An index of costs applying to carriers subject
to price cap regulation, which index is calculated for each basket pursuant to §§ 61.44 or
61.45

Ch!2,<,) Price cap regu[atioll. A method of regulation of dominant carners
provided in §§ 61.41 through 61.49.

~,.) Price cap rariff Any tariff filing involving a service that is within a
pnce cap basket, or that requires calculations pursuant to §§ 61.44, 61.45, 61.46, or
61.47.

W") Producriviry facror. An adjustment factor used to make annual
adjustments to the Price Cap Index to reflect the margin by which a carrier subject to
price cap regulation is expected to improve its productivity to the economy as a whole.
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~) Rate. The tariffed price per unit of service.

~) Rate increase. Any change in a tariff which results in an increased rate
or charge to any of the filing carner's customers.

wee) Rate level change. A tariff change that only affects the actual rate
associated with a rate elements, and does not affect any tariff regulati~ns or any other
wording of tariff language.

Gllltl.e) Regulations. The body of carner prescribed rules in a tariff governing
the offering of service in that tariff, including rules, practices, classifications, and
definitions.

(iiee) Restructured service. An offering which represents the modification of
a method of charging or provisioning a service; or the introduction of a new method of
charging or provisioning that does not result in a net increase in options available to
customers.

(iiff) Service Band Index (SBI). An index of the level of aggregate rate
element rates in a service category, which index is calculated pursuant to § 61.47.

~~) Service category. Any group of rate elements subject to price cap
regulation, which group is subject to a band.

(llllh) Supplement. A pUblication filed as part of a tariff for the purpose of
suspending or canceling that tariff, or tariff publication and numbered independently
from the tariff page series.

(mm) Target Rate. SO.0055 for former Bell Operating Companies and GTE.
50.0065 fOT other price cap local exchange carriers.

(noit) Tariff Schedule of rates and regulations filed by common earners.

~) Tariff publication, or publication. A tariff. supplement, revised page,
additional page, concurrence, notice of revocation, adoption notice, or any other schedule
ofrates or regulations filed by common carriers.

(mll<k) Tariff year. The period from the day in a calendar year on which a
carrier's annual access tariff filing is scheduled to become effective through the preceding
day of the subsequent calendar year.

~H) Text change. A change in the text of a tariff which does not result in a
change in any rate or regulation.

{J::rffiffl) United States. The several States and Territories, the District of
Columbia, and the possessions of the United States.
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(5S) Zene Average Revepue pef Line. The Price Cap eMT Revenue per Line
allocated to a particular state..defined zone used for deave@ging oflN loop prices. The
Zone Avsrage Revenue per Line is computed according to the following fODDula:

Zoge Average Revenue Pet Line == (250/n • Q.,09Rzgpr Mrs + roOMsd + U

Where:

U (Upiform ReVenue per Line Adiustment) -
(price Cap CMT Revenue per lineSwdy A'S!· Base Period Lines,wdy mal (25%)·
C]'(Line§!!Nf Zoos X(LOORzgnspris; +Pon Prjssl-,W ZonE X 12) for each zone») Base
Period LipesSWdy Am,:, : 12 wberej

(LOORzeDF wiss ) WE Zpp; == the UNE rates for unbundled loop

(port eneMt lNE ZM; == price for switch pons in that UNE zone.

§ 61.41 Price cap requirements generally.

(a) Sections 61.42 through 61.49 shall apply as follows:

(1) To dominant interexchange carriers, as specified by Commission
order;

(2) To such local exchange carriers, as specified by Commission order,
and to all local exchange carriers, other than average schedule companies, that
are affiliated with such carriers; and

(3) On an elective basis, to local exchange carriers, other than those
specified in paragraph (a)(2), that are neither participants in any Association
tariff, nor affiliated with any such participants. except that affiliation with
average schedule companies shall not bar a carrier from electing price cap
regulation provided the carrier is otherwise eligible.

(b) If a telephone company, or anyone of a group of affiliated telephone
companies, files a price cap tariff in one study area, that telephone company and its
affiliates. except its average schedule affiliates, must file price cap tariffs in all their study
areas.

(c) The following rules apply to telephone companies subject to price cap
regulation, as that term is defined in §~ .3(bh.l61.~( .... j. which are involved in mergers,
acquisitions. or similar transactions.

(1) Any telephone company subject to price cap regulation that is a
party to a merger, acquisition. or similar transaction shall continue to be
subject to price cap regulation notwithstanding such transaction.
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(2) Where a telephone company subject to price cap regulation
acquires, is acquired by, merges with, or otherwise becomes affiliated with a
telephone company that is not subject to price cap regulation, the latter
telephone company shall become subject to price cap regulation no later than
one year following the effective date of such merger, acquisition, or similar
transaction and shall accordingly file price cap tariffs to be .effective no later
than the date in accordance with the applicable provisions of this Part 61.

(3) Notwithstanding the provisions of § 61.41(c)(2) above, when a
telephone company subj ect to price cap regulation acquires, is acquired by,
merges with, or otherwise becomes affiliated with a telephone company that
qualifies as an "average schedule" company, the latter company may retain its
"average SChedule" status or become subject to price cap regulation in
accordance with § 69.3(i)(3) and the requirements referenced in that section.

(d) Local exchange carriers that become subject to price cap regulation as that
term is defined in § 61.3(w) shall not be eligible to withdraw from such regulation.

§ 61.42 Price cap baskets and service categories.

(a) Each dominant interexchange carrier subject to price cap regulation shall
establish three baskets as follows:

(1) A residential services basket

(2) An 800 service basket; and

(3) A business services basket.

(b) (l) The residential basket shall contain such services as the
Commission shall permit or require, including the following servIce
categories:

(i) Domestic day MTS;

(ii) Domestic evening MTS;

(iii) Domestic nightlweekend MTS ;

(iv) International MTS;

(v) Operator and credit card services; and

(vi) Reach Out America.
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(2) The 800 service basket shall contain 800 Directory Assistance:

(i) Readyline 800;

(ii) AT&T 800;

(iii) Megacom 800,

(iv) Other 800; and

(v) 800 Directory Assistance.

(3) The business services basket shall contain analog private lines,
including analog voice grade private line, unless provided under contract to a
government entity, and terrestrial television transmission service.

(c) Dominant interexchange carriers subject to price cap regulation shall
exclude the following offerings from their price cap baskets:

(1) Special construction services relating to services in § 61.42 (b)(1),
(b)(2), and (b)(3);

(2) All other special construction services;

(3) American Telephone and Telegraph Company TariffF.C.C. No. 11
servIces;

(4) American Telephone and Telegraph Company TariffF.C.C. No. 12
servIces;

(5) American Telephone and Telegraph Company TariffF.C.C. No. 16
servIces;

(6) Services subject to below-the-line accounting;

(7) International private line and record carrier services;

(8) Contract-based tariffs;

(9) Services removed from price cap regulation pursuant to the Report
and Order in Docket No. 90-132;

(10) [Removed and Reserved]

(11) All other promotional offerings;
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(12) Custom tariff services;

(13) Readyline 800 service;

(14) AT&T 800 service;

(15) Megacom 800 service;

(16) Other 800 services;

(17) Commercial services; and

(18) Such other services as the Commission may specify.

(d) Each local exchange carner subject to price cap regulation shall establish
baskets of services as follows: .

(1) A basket for the common line interstate access elements as
described in §§ 69.115, 69.152, 69.154, and 69.157 of this chapter, and that
portion of the interstate access element described in § 69.153 of this chapter
that recovers common line interstate access revenues;

(2) A basket for traffic sensitive switched interstate access elements;

(3) A basket for trunking services as described in §§ 69.110,69.111,
69.112, 69.114, 69.125(b), and 69.155 of this chapter, and that portion of the
interstate access element described in § 69.153 of this chapter that recovers
residual interconnection charge revenues;

(4) To the extent that a local exchange carner specified in § 61.41(a)(2)
or (3) offers interstate interexchange services that are not classified as access
services for the purpose of pan 69 of this chapter, such exchange carner shall
establish a fourth basket for such services.

(5) [Removed aDd Reserved]

(6) A basket for the marketing expenses described in § 69.156 of this
chapter, including those recovered through End User Common Line charges
and Presubscribed lnterexchange Carrier charges.

(e) (1) The traffic sensitive switched interstate access basket shall contain
such services as the Commission shall permit or require, including the
following service categories:

(i) Local switching as described in § 69.1 06(f) of this chapter;
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(ii) Infonnation, as described in § 69.109 of this chapter;

(iii) Data base access services;

(iv) Billing name and address, as described in § 69.128 of this
chapter;

(v) Local switching trunk ports, as described in §" 69.106(f)(1) of
this chapter; and

(vi) Signalling transfer point port termination, as described in §
69.125(c) of this chapter.

(2) The trunking basket shall contain such transport and special access
services as the Commission shall pennit or require, including the following
service categories and subcategories:

(i) Voice grade entrance facilities, voice grade direct-trunked
transport, voice grade dedicated signalling transport, voice grade
special access, WATS special access, metallic special access, and
telegraph special access services;

(ii) Audio and video services;

(iii) High capacity flat-rated transport, high capacity special
access, and DDS services, including the following servIce
subcategories:

(A) DS 1 entrance facilities, DS 1 direct-trunked transport,
DS I dedicated signalling transport, and DS1 special access
services; and

(B) DS3 entrance facilities, DS3 direct-trunked transport,
DS3 dedicated signalling transport, and DS3 special access
servIces;

(iv) Wideband data and wideband analog services;

(v) Tandem-switched transport, as described in § 69.111 of this
chapter;

(vi) Interconnection charge, as recovered In §§ 69.153 and
69.155 of this chapter; and
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(vii) Signalling for tandem switching, as described in § 69.129
of this chapter.

(f) Each local exchange carrier subject to price cap regulation shall exclude
from its price cap baskets such services or portions of such services as the Commission
has designated or may hereafter designate by order.

(g) New services, other than those within the scope ofparagiaphs (c) and (f) of
this section, must be included in the affected basket at the first annual price cap tariff
filing following completion of the base period in which they are introduced. To the
extent that such new services are permitted or required to be included in new or existing
service categories within the assigned basket, they shall be so included at the first annual
price cap tariff filing following completion of the base period in which they are
introduced.

• ••

§ 61.45 Adjustments to the PCI for local exchange carriers.

(a) Local exchange carriers subject to price cap regulation shall file
adjustments to the PCI for each basket as part of the annual price cap tariff filing, and
shall maintain updated PCls to reflect the effect of mid-year exogenous cost changes.

(b) Adjustments to local exchange carrier PCls for the baskets designated
in § 61.42(d) (2), (3), (4), and (6) shall be made pursuant to the fonnula set forth in §
61.44(b), and as funher explained in § 61.44 (e), (f), (g), and (h).

(l) Notwithstanding the value of X defined in § 61.44(b), the X
value applicable to the baskets specified in § 61.42(d) (2), (3), and (6) shall be
6.50/0. to the extent necessary to reduce a tariff entity's Average Traffic
Sens!';ve Charge to the Target Rate fOT the first time. Once an ILEC tariff
£01;tv'5 Average Traffic Sensitive Charge is equal to the Target Rate for the
first time (the former !>!YNEX telephone companies may be treated as a
separate tariff entity), then except as provided in paragraph (2)' X is equal to
GDP-PI and po further reductioDs win be mandated.ri.;. jf applying the full
X-factor reduction fOT a given year would reduce the Average Traffic
Sensitive Charge below the Target Rate, the amount gf X-factor reduction
applied that year will be the amount necessarY to reach the Target Rate).

For companies with separate tariff entities under a single cap
the fonowing rules shall app1v:

(D Targeting amounts as defined in 61.45 (i)O) shaH be
identified separate)\" usipg the revenue for each of the tariff entities
under the cap.
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(ii) Each tariff entity shall onlv be required to use the amount of
targeting necessary to get to the $0.0055 or $0 0065 Target Rats.

(2) Once an UtEC achieves the following: 1) the Tariff Entiry's
Averngs Traffic Sensjtive Charge has at leas! ODce reacb,;d the Target Rate.
even if is subsegu;ptlv deviated from the Target Rate Pursuant to
§ 61.450)(4); 2) the Carrier Commop Line and PICC @tes are eljminated; and
3) the primary residential and single line business End User Cgmmgn Line
charge reathes the Average Price Cap CMT ReVenue Per Linen-the X-factgr
for the Common Line and Marketing baskets will equal Gnp-PI as long as
ODr-PI is less than or equal to 6 50/0 and mater than Oo/q. IfGDP-PI is
greater than 6 SO/g. the X-factor for the Common Line and Marketing baskets
will equal 6.5% • and all End User Cgmmgn Line charges will be increased by
the difference betweep GDp-PI and the 6.5% X-factor. If ODP-PI js less than
On the X-factor for the Common line and Marketjng baskets will be Q.

U~) For the basket specified in § 61.42(d)(4), the value of X for all I
local exchange carriers subject to price cap regulation, shall be 3.0%.

(3) [ReBl6'<ed IIsd Resen'edj

(c) Adjustments to Jocal exchange carrier pels for the baskets designated in
§ 61.42(dlC!l. (2), (3) and (41 shall be made pursuant to the following fonnulas:

(1) Common Line.

ULSubject to paragraphs W<ill (e)(2) and (e) of this section,
adjustments to local exchange carrier PCIs for the basket designated in
§ 61.42(d)(1) shall be made pursuant to the following fonnula:

PCl, = PCl,.l[1+w[(GDP-Pl- X - (g/2))!(1 - (g!1))] - t>ZIR]

Where the terms in the equatjop are described in (£)(6) below

GOP PI

fJ

"

:;ix 11lelHfl:; rrier Ie tft" "Il"et; ,'e dal" e I' IRe I,e '0 afll1~dl tllr; fr
liRa tRe eCilTeSj'lCillall1; tl~IlFler elf the !,fe't'iB~s :' eaL

the rllU5 tlf I'llHltllc5 lOt" t!:;e I,ef deee:;s !ille dtlfHJ" lfte b~se refiee,
Ie Ill;ntlleS 51' IDe reI" deeess !ine atlfifl" Ifte l'fe,i511S ElllSc
"cried. "flint!:; I.
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AZ - the eeH8:1 effeet sf elift'eftt regtlhtte~' eftMeeS ..'eeft e6filfUifeB te
d,e f'eb,tllatians in ef+eet at tfte time tfle PCI ;"'85 ttl'dBteB ({'I

.p.f:tt-..h me8:5ttfea at efl'S€ f'e-riee level ef e!'efBli e85~

R e8:5e periee qtlafttities fer eael't fete elellfleBt "it', ffitlltipliee fly
the !,fiee far eaeJet fene elemeftt "i" at the time the PCl 'A~

l:Sr--e.atee te PClt4;

R AZ. fill di ,'ielefl by R;

w~) The fonnula set forth in paragraph (c)(I)£jJ of this section
shall be used by a local exchange carrier subject to price cap regulation
only if that carrier is imposing a carrier common line charge pursuant to
§ 69.154 of this chapter, Otherwise, adjustments to local exchange
carrier pels for the basket designated in § 61.42(d)(l) shall be made
pursuant to the fonnula set forth below' ~ 61. H(ll), tiRe Illll'tI,;'I'tII'hs (i)
lHle 8) ef this seetiell. Mel liS ftll'lfler eXlllflillee ill § 61, 11 (el, (f), (g).
efts (fi). Fef {fie 1"dffJeses sf this f'arag:t'flt'h, ftl'H'i aetvrirhsteneing the
" tlltle ef X eeHllefl ill § 61.44(IlJ. tlle X vtlltle tll'l'liellble Ie tile baskel
speeified itl ~ 61 A2(d)(1) sftflll be 6.5%,

pa = PC0.U+w((GDP-Pl-X! + 42/87

where the tenns in the eauatiop are described jn section (c)(6) below.

(2) Adjustments to local exchange carrier pels for the Traffic Sensitive
basket designated in § 6] .42(d)(2) shall be made as follows:

Per. = PCI;;;.U +w{(GDP-Pl- Xl + AZl8l

where the teons in the equation are described in section (c)(6) below.

(3) Adjustments to local exchange carriers' pels for the TWnking
basket designated in § 61,42(d)(3) shall be made as fonows:

Per - PCluJl-w[(GDP-Pl- Xl -- AZIBI

where the teIDJs in the equatjon are described in section (c)(6) below.

(4) Adjustments to l.wJ...mhange carriers' PCIs for t~nterexc~
basket desjgnated in § 61.42(d)(42 shall be made pursuant to 'the following
fonnula:

12



PCL =PCLoJ,u+Wtl(GDP-Pl-Xt ... 4y;R+ 4Z!R?

where the tenus in the equatjon are described jn section (£)(6) below.

(5) Adjustments to loca] exchange carriers' pelL for the MiTketing
basket designated jn § 61,42(4)(6) shall be made pursuant to the following
{onny]a:

PC/; - PC4.J.U+w[(GDP-Pl-Xt + 4Z!R?

where the teuns in the equation are described in sectign (£)(6) below.

(6) pel leun definitionS. PCI Cannulas in sections (elf 1) through
(eltS), above, contain some or all of the followjng components, which are
defined here'

GDP-PI For annual filings only the percentage change in the GDP-PI
between the auanet ending six months pdpr to the effective date
oiths Dew aMniI tariff and the corresponding quarter of the
previous year. FOT all other filings the value is zero.

x = For the Common Lipe, Traffic Sensitive. Tnmking and Marketing
baskets. fOT Annual Filings only. the factor set at the level
prescribed in subsectign (b)(] )-(21. For the Interexchange
Basket for annual filings only. the factor is set at the level
;,rescribed in subsection (b)(3)' for all other filings. the value
IS zero.

g FOT annual filjngs onlv the ratio of minutes of use per access line
during the base period to minutes of use per access line during
the previous base period. all minus I. For all other filings the
value is zero.

4Z = the dollar effect of current regulatorv changes when compared to
the regulations in effect at the time the PCl \\'as updated to
PCIl.7J.. measured at base period level of operations.

AY (new access rate· access rate at the time the PCI was updated to
PCIW) x (base period demand), summed for all access rate
elements.

R base perigd quantities for each rate element "1" multiplied bv the
price for each rate element "I" at the time the pC! was updated
to PCI,.!.

w R ..;.. AZ, all divided bv R (used for the common line, traffic
Sensitive trnnking. and marketing baskets).

13



Wit = R· 'access rate in effect at the time the PhI Was updated to PCIi;l.4
base period demand) + AZ, all diyjded bv R,i

peII = the new pel value,

PCIls1 = the immediately preceding pel value.

Targeted Reduction = the actual pQssible dollar value ofthe ?GDP"PI - Xl
reductions that will be targeted to the Average Traffic Sensitive
Charge lAS defined in paragraph 61 .4SIj)(3) of this chapter).

(d) The exogenous cost changes represented by the term "!:>.Z" in the formula
detailed in paragraphs (b) and (c) of this section shall be limited to those cost changes
that the Commission shall permit or require by rule, rule waiver, or declaratory ruling.

(l) Subject to further order of the Commission, those exogenous
changes shall include cost changes caused by:

(i) the completion of the amonization of depreciation reserve
deficiencies;

(ii) such changes in the Uniform System of Accounts. including
changes in the Uniform System of Accounts requirements made
pursuant to § 32.16 of this chapter, as the Commission shall permit or
require be treated as exogenous by rule, rule waiver, or declaratory
ruling.

(iii) changes in the Separations Manual;

(iv) changes to the level of obligation associated with the Long
Term Suppon Fund and the Transitional Suppon Fund described in §
69.612;

(v) the reallocation of investment from regulated to nonregulated
activities pursuant to § 64.901;

(vi) such tax law changes and other extraordinary cost changes
as the Commission shall permit or require be treated as exogenous by
rule. rule waiver. or declaratory ruling.

(vii) as of Januan J 2000. the retargeting of the PCI to the level
specified by the Commission for carriers Whose base year earnings are
below the level of the lower adjustment mark will be eliminated umil
Januanr L "OQS.

(viii) inside wire amonizations

14



(ix) the completion of amortization of equal access expenses.

(2) (i) local exchange carriers specified in § 61.41(a)(2) or (a)(3)
shall also make such temporary exogenous cost changes as may be
necessary to reduce PCls to give full effect to any sharing of base
period earnings required by the sharing mechanism set forth in the
Commission's Second Report and Order in Common Carrier Docket
No. 87-313, FCC 90-314, adopted September 19, 1990. Such
exogenous cost changes shall include interest, computed at the
prescribed rate of return, from the day after the end of the period giving
rise to the adjustment, to the midpoint of the period when the
adjustment is in effect.

(ii) local exchange carriers specified in § 61.41(a)(2) or (a)(3)
shall not be subj ect to the sharing mechanism set forth in the
Commission's Second Report and Order in Common Carrier Docket
No. 87-313, FCC 90-314, adopted September 19,1990, with respect to
earnings accruing on or after July 1, 1997. This paragraph has no effect
on any sharing obligation of any local exchange carrier relating to
earnings accrued before July 1, 1997.

(3) Local exchange carriers specified in § 61.41(a)(2) or (a)(3) shall, in
their annual access tariff filing, recognize all exogenous cost changes
attributable to modifications during the coming tariff year in the obligations
specified in § 61.45(d)(l)(iv) as well as those changes attributable to
alterations in their Subscriber Plant Factor and the Dial Equipment Minutes
factor, and completions of inside wire amortizations and reserve deficiency
amortizations.

(4) Exogenous cost changes shall be apportioned on a cost-causative
basis between price cap services as a group, and excluded services as a group.
Exogenous cost changes thus attributed to price cap services shall be further
apportioned on a cost-causative basis among the price cap baskets.

(5) After January 1 2000, exogenous adjustments will be recovered
frOID services other than those used to calculate the Average Traffic Sensitive
Charge.

(e) The "w[(GDP-Pl - X - (g'1»)/(1 ... (gi 2))]" component of the PC1 formula
contained in paragraph (c)( 1)(i) of this section shall be employed only in the adjustment
made in connection with the annual price cap filing.

(I) The exogenous costs caused by new services SUbject to price cap regulation
must be included in the appropriate PCl calculations under paragraph (c) of this section
beginning at the first annual price cap tariff filing following completion of the base
period in which they are introduced.

15



(g) In the event that a price cap tariff becomes effective, which tariff results in
an API value (calculated pursuant to § 61.46) that exceeds the currently applicable PCI
value, the PCI value shall be adjusted upward to equal the API value.

(h) (Removed and reserved.]

(il (1 ) ]>; dtwithstr±lltlilll: the I'Fe ,'isiells df 1'llJ'tl~l'lIs (il) lIfltl (el ef this
5eet;()fl~ anasuhjeet fa {ftc lirnitetistls flfpafftgfftt'" til eftfiis seetiefl. tJriee eat'
lees] exehttnge el:tft':ie1:"s that Me reeevering il=.ttc:reeftfleetiei' f11Mb.:! Fe ,entLes
thretlelll'er tl\il'lllie ralesl''dfStll!l'!t te § 69.12~ ef ~ 69.155 efthis ehltl'tef sftl!ll
£aFget~ fa the exterH necessary 18 elil'flifl8te ttie feee\'e~[ sf 8n, f'esielual
ifl:efeeruH::etiell ehaF;' revenues tl=n:eugh }'er mifH:lle riiies. ftflI} PCI reductiorls
I!5seeil!lee ....ilh the haskel:5 tlesi;l'Il!tetl ill ~ 61. 12(1l)(l) lIfle (2) that festllt !fell'! the
ftf'l'liestief'l efthe feprf1~18 if! ~ 61.45(e), ana rnffsllBIU fe ~. 61.15(6). Elf'"lieellofl 61'

the femltlla il'! ~ flU I!!,,) as ftiftherexl'lail'le6 ill ~ 6U4(e). (t), (6). Itl'le (hl. te the
PCI fer the basket eesi6ftl!Ietl il'! ~ 61.42(6)(3) ......ith fie l!ejtl5tl\'le/'l! beillg tll1!6e Ie
Ihe pels fer the baskets desigflated il'l § 61.42(d)( I) al'l<l (2) as a reslllt efthe
al'l'liel!(iell eftite fel'lllllia iR ~ 6I.H(h\llfld § eI.15(e). These feaueliells are te
be I'l"ll!ee after the I!ejllstlllellt is IlI11de te the PCI fer the h1i5ket eesigl'!l!ted il'l ~

fi 1.42(d)(: j resllitiftb frelll the fll'l"liea!iaH ef tfte femllia il'l ~ 61.11(,,). I!S ftIRfter
eq'llnil'lee il'l ~ 61.lllej, fA. en f11le (hI.

P l bielwitflstlll'leifl= Ihe I'reYisiel'ls ef flaffigfallft Ih) ef this seeliell. a/1ft
stl1'ljeet Itl Ifte lirl'liuHieRs ef I'aragfltl'h til ef this seetiell. I'fiee eal' leelll e)(eitllll~e

EtlFriEfS {fUn !:lye reeewering itltereelHteetiefl: eftttf~e l'eVe1l1:tfS tflf8li=ft per minute
rates IHlfStlBRI Ie ~ 69.155 ef tllis ehltl"ter sflBlllar=et. te the eXlelli Ileeessary fe
elimilll!(e (fte reel'''' cr:' ef all! residtlal iR'.efeel'll'leelidl'l ehr±l',;e fe' elilles Ihfellgft
I'er lIiillllte ftlles. lilly PCI feelleliel'ls "ssee il!tee with the b"sket desigl'll!tee il'l
~ 61.43\61(6) tflat resllit !felfl the I!l'pliellliel'l e[ the fi'lftlltlla ift ~ 61.411h), as
ftlRlIer explailletl in ~ 61. IlteL (f). 1';1. alia IRI. !e tile PCI fer the baskel
desl=llaled il'! ~ 6[.43fej(:j. "'ilh He aejilsllllent heill; lllittle Ie Ifte PCls far tlle
toaskel desilRaleti iR ~ 6[.42Id\(6) as a Fesllit dftlle al"l'lieatiaR eFthe f<lI'flltlIB ill ~

61.4 ~l"l. This recJuetiell is Ie bc Rlade after al'l:' atljllsll'\'leRI !'\'lade l'ufSUal'H Ie
I"(,r,,=ral"" (i)! I ) ef this seetidl'l.

(: I ThftJtl;h Deeel'lllger 31. J9')~. the redtleliaH ill Ille PCI fer the baskel
desi=l'll!iea il'! ~ 61.12(6)IJ) th"t restllts [rei'll 11aralfl!J"h li)1 1\ ef Ihis seeti5R sflall
be delel"Riil'leti hy di ,iLiil'l= the Stll'll aF tIle dellar eFfeets of the pC! recJueli6llS tllal
''''itle It I! , e llJ"fllied le ti,e 191!51,el: des;=llaled il'l ~ 61 ....2Ie)l11 llnd (d)t2\ e.,eel't
[57 tfie J"rd'l5Iel'!S dF l'a7ll=llll'11 (i)1 II ef lIltS seell5n 19:, tile tlell.,,· llll1etll1l
BSSeel!ttee ..... ith IRe PCI fer tile bllSke\<iesi llltuet1 III ~ Il!.43!d)(:; I. I!lld l'Ittllllpl:o il1~

Ifte PCl f<,r [fte b"ske; desi~flaled 1/1 ~ (,1. P(iilC\ b\ aile fl'Iil'ltlS ·tkc Fes~hillg

~
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f4) Effeetiye Jartl:l8¥\' 1. 1998. tfie feattetie8 in tfle pcr far (fie aBsket
ee3i~!tlee if! § 61.12(8)(3) lll!tt feslllEs ffefll 1'1tf!t~ft3 (i)(l) Me (i)(2) ef Ellis
seetifll1 sflaH \'e aetef'll\inea ev Eiivif:iinc the Stltfl sf the aellM effeets er the PCI. -
reatietieHs that vletlle "eve itpflliee tf) the 'Baskets aesibftfttee if! § 61.-12(6)(1 }.
(6)(2), !tn8 (a)(6), exeellt ref the 1'f6'iisieIlS ef Illll'llg'l'1lf.lftS (i)ll) Me (i )(2) ef tbi3
seetiefl. ey lfie aellM 8ft16l:1llt 8sS6eiatea 'Nith the PCI fer t:fte 6tlsket tiesi;::,Tfl8teti in
~ 61. 42(e)(3)~ aHa ffltJlti"lymg !=he PCl fey tfle b8~(et 8esi=t1ftt~e iR ~ 61. Z2(a){3)
6, ene f"ftifltlS the resl:lltiftg. ratle.

CD (I) Price cap local exchange carriers that are recovering revenues through
rates pursuant to §5 69106,69108 69109,69.110 69,] 11. 69.112. 69.113.
69,118.69.123. 69.124, 69,125, 69,129 or § 69,155 of this chapter shall target. to
the extent necessary to reduce the Avernge Traffic Sensitive Charge to the Target
Rate for the first time, anv pel reductions assgciated with the dollar impact oftbe
COmmOD Line, Traffic Sensitive, lrunking and Marketing baskets' GnP.PI and
productivity factor, as those items are described in paragraph (£)(6) of this
sectiop. Ip wdg to calculate the actual dollars to transfer to the Tpmlcing and
Traffic Sensitive baskets, carriers wiU first deteonine a UTargeted Revenue
pifferential" bv basket. and then defennine the UIargeted Revenue Differential"
that will be transferred to the Trunking and Traffic Sensitive baskets to reduce the
Average Traffic Sensitive Cbarge t9 59,0055 or $0.0065, whichever is applicable.
Dollars that are transferred t9 the Trunking and Traffic Sensitive baskets WID the
Commop Line, Traffic Sensitive. Tnmking and Marketing baskets shall not be
used to reduce the pels in those baskets, Befgre detennjning the portion of
Taroeted Revenue Differential that will be targeted to the reduction of the
Average Traffic Sensitjve Charge from the Commop Line T@ffic Sensitive,
1runking and Marketing baskets. price cap local exchange carriers shall first
calculate the Targeted Revenue Djfferential associated with the Common Line,
Traffic Sensitive, Tnmking and Marketing baskets.

(i) the price cap local exchange carrier shall use the follgwing
formula:

Targeted Revenue Differential == R '" (GDP-PI - X)

(2) Anv such exogenous adjustments shall be reflected in the various pels
and SBIs in the same manner as the\' would i[there were no targeting. However,
after January 1, 2000, exogenous adjustments will be recovered frOID services
other than those used to calculate the Average Traffic Sensitive Charge.

(3) Until a Tariff entiN'S Average Traffic Sensitive Charge equals the
Target Rate for the first time the aggreoate reductions \vjthin a given tariffjUing
entity from apphcatioD of the X-factor adjustment in the price cap fonnul? across
all of that eptity's interstate price cap baskets (Jess access reductioDs. if anv I the
{LEe chooses to applY as of Jul\' 1 2001 to reduce Special Access rates up to the
amount ofreductiops Special Access would get through an untargeted applicatiop
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aithe X-factor adjustment) will be targeted to reduce the {onowjng rates for that
tariff filing entity. in order of priority:

(j) To the residual per minute Transport IptercoMection Charge,
yptj! that rate is $0,00; then

(in To the Information Smcharge, until that rate is $0.00' then

- (iii) To the Local Switching charge and Swjtched Transport
charges until the tariff entity's Average Traffic Sensirive Rate equals the
Target Rate fOT the first time. In making these reductions, the reductions
t9 Local Switching rates as a percentage of total X-factor reductions must
be greater than or equal to the percentage proportion of Local Swjtching
revenues to the total sum of revenues for Local Switching. Local
Switching Trunk Pgrts Signalling Transfer Point Port TenninatioD,
Swjtched Direct Trunked Transport. Signalling for Switched Direct
Inmked Transpon, Entrance FAcilitjes for switched access traffic. Tandem
Switched lrauspgrt and .signalling for Tandem Switching (i.e.. Lgcal
Swjtching gets at least its proportignate share ofreductjons).

(4) After an U,EC reaches the Target Rate level. the Average Traffic
Sensitive Rate will be recalculated each Annual Filing following. This process
will identify the pew Average Traffic Sensitive Charge for the ne,,-' base period
level. Due to change in base perigd demand and inclusign of new services for that
Annual Tariff fihng the absolute level of a tariff entity's Average Traffic
Sensitive Charge mav change. The resulting new Average Traffic Sensitive
Cbarge level will be what that tariff entity will be measured agajnst during that
base period. For example. if a companv was at $0.0055 during the 2000 Annual
Filing. that level may change to SO.0058 in the 200] AnDual filino due to demand
and new services. Therefore. it \viJl be the $0.0058 that the tariff entity will be
measured against for all Dop·annual fiBngs. Likewise, if a company was at
SO.0055 during the 2900 tUing that level rna\' change to SO.0053 in the 200]
Annual Filing due to demand and new services. In that case it "-'ill be the
SO 0051 level that the tariffemjtv will be measured.

ti I IR tlelel'lliiRiRh lhe e'([ent ef the l,If'=ClIIl= lll::>t sll,lIl eeelll PllfSUURI Ie
p::>ru=luph:, (ill]1 MlB ti)tH ef 11m seeli",,, ::tRe ~(;l.r(i)lll tlIlt! 1ill::'). jtleul e... ehttR:e
eMdrnas SMull:

(II Campllle their ::>Iuieip'Heti resisuul i,nereeRReel;"" eMiM'=" 811ldURI h:.
e"eludiR: ,e. eRlIes HUll li.. e·,peeled It> Ae relilloelilee 1<3 eeSi elillsame
fueililie, bllsetl eRUlhe, 1fI lhe [tllllle. Tt< delelJll;Re illlereelHleet;eli ehli,!e
Bf1ltll:HHS 58 exelutled in eefllic:etidfl '({itF! the lui:. 1, 199- lay:jff fiJi}),:.s, the
f;jlltl" iR= lee..1 <.i.hull';. eliff;e,.s shlill lise as llR eSI;mate ef. the Fesietl!l]
illlereeltfteetiell efUlr~e fe"enue, Ihe sp.eilied ,e"tllI"] inte,eelUteelten ehlir!!e

"-"-.,.p'---.' B IlS R "f g' . )' S \1' I ,g 14}:'eFeC:fl:ta;;e: .• 1 . c _ l. ' .. 4_ flC:FeeRLc Gl:Jt.?'). -' tJereent. .... ~ I es ....
l"ereeRt: Bdl Allum;., 63.% 13ereelu: Selllh" eSlel'fl Bell Telephone. 69.11
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"ereen!. ena Paeifle Bell 8:rH~ '!'te'teEi8 Bell. S:' .52 "ereefltt. Baeh rernmftifl: "riee
eap leea] eJieft8!\ge earr=ier sRaB est;ftlIete a resisttal tntere6ftfteetisrt eftaf~e in an
afi16t:tAf efllial fa 55 perfe"! of its etll=fent ifltereOftfteetiefl eharge revelUtes. Felf
sttese~tt:ellt tariff HImg! if\ 1v-ilieh the PCI featletietl5 are to ee lard-elea ta tke
ifltereStmeetien ellarge, these lflitial estimates shaH ee asjttSlee is ,etleet the
settl8'.l 8ft18tl8ts t!let fttyle ar .., ill ee reaUaeatee. If the tiSC ef tfiese estif!18feS
restllrs in rnefe PCl reatietieM eein~ tar~eteet ta the iftteleSftliee.tiea ehfii".;e tlU1J1
reEtt1H fa La elifniA8te the "er milutte iftteresftf,eetisA eflftfge. the leeaI e!tehafl~e

feme! shall ftutke the fteee3S8f~ e.(ogeft6t1S 8ajkistmer\t5 ta re ;erse the e[feets of
the e.t:f:eess tftf~etift!.

(2) ~.e! ineltule tbe M:16t1:l\t sf any exsgeftSt15 atij'tlstmeftt5 ,cBeetes itt the l

eeH'fJ6rteftt sf tl'le feJlft)1.1}as ifl ~ § 61. ~ -l(e) Me 61.4S(e). .Afl" StieR e:(sgefl6ttS
eEijt:t5tntehts Slltill ec r=eReetea itt tAe ,.an6t15 PCls aHd sals if! the same fRaMer 8S
the) v. stile. iftherc 'Nere 116 te:rgetiftg.

(0 [Removed and Reseryed.l

(k) The calculation of the PCI for the basket designated in § 61.42(d)(3) shall
include any residual interconnection charge revenues recovered pursuant to §§ 69.153
and 69.155 of this chapter.

(I) The calculation of the PCI for the basket designated in § 61.42(d)(6) shall
include any marketing expense revenues recovered pursuant to §§ 69.153 and 69.156 of
this chapter.

§ 61.46 Adjustments to the API.

(a) Except as provided in paragraphs (d) and (e) of this section. in connection
with any price cap tariff filing proposing rate changes, the carrier must calculate an API
for each affected basket pursuant to the following methodology:

where

API, =

APIt.! =

p, =

Pt.! =

v, =

the proposed API value;

the existing API value.

the proposed price for rate element "i"

the existing price for rate element and "i"

the current estimated revenue weight for rate element "i,"
calculated as the ratio of the base period demand for the rate
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element "i" priced at the eXIstlng rate, to the base period
demand for the entire basket of services priced at existing rates.

(b) New services subject to price cap regulation must be included in the
appropriate API calculations under paragraph (a) of this section beginning at the first
annual price cap tariff filing following completion of the base period in which they are
introduced. This index adjustment requires that the demand for the new service during
the base period must be included in determining the weights used in calculating the API.

(c) Any price cap tariff filing proposing rate restructuring shaH require an
adjusnnent to the API pursuant to the general methodology described in paragraph (a) of
this section. This adjusnnent requires the conversion of existing rates into rates of
equivalent value under the proposed structure, and then the comparison of the existing
rates that have been converted to reflect restructuring to the proposed restructured rates.
This calculation may require use of carrier data and estimation techniques to assign
customers of the preexisting service to those services (including the new restructured
service) that wiH remain or become available after restructuring.

(d) (1) Subject to paragraph (4)(2) of this section, and in connection with
any price cap tariff proposing phanges to rates for services in the basket
designated in § 61.42(d)(1), the maximum allowable carrier common line
(CCL) charges shaH be computed pursuant to the foHowing methodology:

CCLMo\] = CLMou * (l + % change in CL PCI) - (EUCLMou + PICCMou) *
I / (I +(g/2))

where

CCLMo\) = the sum of each of the proposed Carrier Common Line rates
multiplied by its corresponding base period Carrier Common
Line minutes of use. divided by the sum of aH types of base
period Carrier Common Line minutes of use,

CLMou = the sum of each of the existing maximum aHowable Carrier
Common Line rates multiplied by its corresponding base period
Carrier Common Line minutes of use, plus each existing
maximum allowable End User Common Line (EUCL) rate
multiplied by its corresponding base period lines, plus the
common line portion of each existing maximum allowable
Presubscribed lmerexchange Carrier Charge (PICC) multiplied
by its corresponding base period lines. divided by the sum of all
types of base period Carrier Common Line minutes of use,

EUCLMou = maximum allowable End User Common Line rates multiplied by
base period lines, and divided by the sum of all types of base
period Carrier Common Line minutes of use.
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